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principal address at the dedication of the 
University of Missouri’s new Business 
and Public Administration building. His 
remarks at the dedication ceremony 
have been revised for publication in this 
issue of the Review under the title, “New 
Horizons in Education for Business.” 
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Before joining the faculty of the Univer- 
sity of Missouri in 1958, Professor Junk 
was employed as an economist in the Re- 
search Department of the Federal Re- 
serve Bank of Chicago. He also has been 
employed in a research capacity by The 
Brookings Institution, Washington, D. C. 
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Mr. Cullen’s particular interest at pres- 
ent is in the development of data for 
the State of Missouri which would pro- 
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New Horizons in Education 
For Business 


Tuomas H. 
Vice President 
The Ford Foundation 


It is a sincere pleasure for me to be here 
at the University of Missouri for this dedi- 
cation of the new building that will house 
the School of Business and Public Ad- 
ministration. While I was myself a busi- 
ness school dean, I came to know your 
dedicated Dean Bradshaw quite well. I am 
especially glad to be able to share his hap- 
piness on what I know is an occasion in 
which he takes justifiable pride. I salute 
him, his faculty colleagues, the alumni and 
students of this school on this auspicious 
occasion. I salute also the Governor, the 
state’s legislative leaders, the curators and 
President Ellis whose confidence in the 
future of this school led them to plan these 
new facilities and whose efforts are so hand- 
somely rewarded in this splendid new 
building for business and public administra- 
tion at the University of Missouri. 


On this occasion it is fitting that we 
pause and examine the horizons. What are 
likely to be the functions and responsibili- 
ties of the business school of the future? 
More particularly, this is a propitious time 
for a school such as this one to evaluate 
its own aims and programs. Business edu- 
cation is currently in a transitional stage 


from the predominantly vocational orien- 
tation of the past to a truly professional 
status in the future. The present stage 
comes after a decade or more of ferment. 
Clark Kerr, President of the University of 
California has stated, rather dramatically: 
“Schools of business administration across 
the nation are trying, sometimes almost 
desperately, to find their souls.”* 


SPECTACULAR GROWTH 


Higher education for business is primarily 
an American phenomenon. The first col- 
legiate school of business was established 
at the University of Pennsylvania in the 
1880’s. In the ensuing decades, this nation 
witnessed a spectacular growth in business 
education. Today nearly one graduating 
college senior in seven is a major in busi- 
ness. Some 600 institutions of higher learn- 
ing have schools or departments of busi- 
ness administration. These have emerged 
over the course of time from a variety of 
backgrounds to serve a variety of needs. 


1 Clark Kerr, “The Schools of Business Ad- 
ministration,” an address published in New 
Dimensions of Lea in a Free Soci 
University of Pittsburgh Press, 1958, p. 63. 
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Many were designed primarily to train 
graduates for careers in accounting. Others 
were offshoots of the department of eco- 
nomics. A few were oricnted towards prep- 
aration for positions of general adminis- 
trative responsibility. Although they all had 
a common objective of providing training 
for business careers, there was a wide di- 
versity of means utilized in approaching 
that end. 

Over the course of time, business educa- 
tion became increasingly characterized by 
curricula that dealt with business subjects 
in a narrow, vocational way. Typically, the 
courses were of a practical nature; they 
stressed training for prevailing business 
practice. All too often, the training was out 
of date by the time the student had a 
chance to apply it. It is now widely recog- 
nized that how-to-do-it techniques are more 
properly a part of on-the-job training. 
More serious, however, is the fact that the 
proliferation of vocational courses in the 
college curriculum all too often crowded 
out the broader and more fundamental 
studies which contribute so much to the 
breadth of knowledge and qualities of mind 
that are essential for advancement beyond 
routine positions. 


CONCERN OF FOUNDATIONS 


The Ford Foundation has concerned it- 
self with these and other problems of busi- 
ness education since 1954, when its Pro- 
gram in Economic Development and Ad- 
ministration was established. As part of 
that ongoing program, a comprehensive 
survey of business education was commis- 
sioned in 1957. As many of you know, the 
study was conducted over a_ three-year 
period by Robert A. Gordon of the Univer- 
sity of California at Berkeley and James 
E. Howell, now of Stanford University. A 
complementary study of education for busi- 
ness was carried on simultaneously under 
the supervision of Professor Frank Pierson 
of Swarthmore College, with the financial 
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support of the Carnegie Corporation. Al- 
though the two study groups worked in- 
dependently, they cooperated in the ex- 
change of information. They have re- 
examined the organization and functioning 
of business firms for the express purpose 
of establishing on a modern basis the range 
of activities and responsibilities involved. 
They have devoted a considerable period 
of time to a critical investigation of the 
varieties of business education presently 
offered in colleges and universities. Both 
reports have been published recently. 
Neither is an official expression of the 
thinking of the trustees, officers, or profes- 
sional staff members of the sponsoring 
foundation. 


Both foundations share the hope, how- 
ever, that through broad dissemination and 
discussion of the findings of these studies, 
a constructive contribution will be made 
to the future development of business edu- 
cation. Accordingly, the Gordon-Howell 
report, entitled Higher Education for Busi- 
ness, has been made available by the Ford 
Foundation without charge to deans ‘and 
faculty members of schools of business ad- 
ministration, as well as to college and uni- 
versity presidents and trustees and liberal 
arts deans. In a further effort to promote 
discussion of the issues and recommenda- 
tions made by the reports and of others 
that may emerge, a series of regional con- 
ferences for selected participants is being 
held this winter and spring. 


Of the major findings of these studies re- 
garding the present state of business edu- 
cation, I should like to mention three that 
are, I believe, of particular interest. Gordon 
and Howell conclude that except for a rela- 
tively few institutions, business schools are 
presently characterized by (1) an exces- 
sively narrow and vocational approach, (2) 
a failure to incorporate in their programs 
training in the fundamental disciplines rele- 
vant to the professional field, and (3) an 
absence of orientation towards research. 
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On the basis of these findings, recommen- 
dations for improvement have been made. 
These represent the pattern that is already 
in existence in the leading schools and is 
spreading fairly rapidly. But the pattern 
is not characteristic of the field, especially 
at the undergraduate level, even though 
some of our academic Pollyanna friends 
would like to think it so. 

In short, a major re-appraisal of business 
education is now in progress. It is up to 
each institution to determine the optimum 
curriculum in terms of its own require- 
ments, resources and opportunities. No 
single curriculum can serve with equal suc- 
cess all the business schools of the nation. 


NEW APPROACHES AHEAD 


What are some of the new approaches 
that will characterize business education in 
the ‘sixties? First, there is in process a 
substantial movement in the direction of 
less specialization and this is likely to con- 
tinue. The tendency is to substitute a few 
basic courses dealing with broad areas of 
managerial decision-making for the multi- 
plicity of specialized courses. Courses in 
administration and organization, economic 
analysis, and quantitative methods form 
the essentials of the new curriculum. 

The precise content of the so-called core 
curriculum will depend upon the level and 
purpose of the particular program. The 
appropriate curriculum for an undergrad- 
uate program will be different from that 
for a post-bachelor level professional pro- 
gram. At the undergraduate level, the cur- 
riculum for a business major in a liberal 
arts college will be different from that for 
a student enrolled in a business school. At 
the “graduate” level the master’s program 
will be different in an institution that re- 
quires an undergraduate preparation in 
business from one that requires, or at least 
recommends, an undergraduate prepara- 
tion in the liberal arts or in a broadly-based 
program in engineering. 
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It should be a truism that all undergrad- 
uate programs concern themselves with 
providing a liberal education. It is the con- 
viction of my colleagues at the Ford Foun- 
dation and myself that this aim can be 
approached creatively either in a liberal 
arts college or in a professional school of 
business. Accordingly, we have supported 
experimental efforts to integrate business 
and the liberal arts both within the frame- 
work of liberal arts colleges and schools of 
business. For example, at Grinnell College 
new courses in business administration have 
been developed which are specifically de- 
signed for a liberal arts setting. A series of 
five courses is offered by the economics 
faculty for students who plan to enter a 
business career. They are: accounting, the 
capitai market, industrial organization, ad- 
ministration, and the business enterprise. 
The courses are liberal in every sense and 
each is considered to be an appropriate 
elective for the student who does not plan 
a business career as well as for the student 
who does. 

An experiment in the integration of busi- 
ness and non-business courses within the 
context of an undergraduate business school 
is going forward at Northwestern Univer- 
sity. The curriculum is being revised in the 
direction of a greater emphasis on a liberal 
education than is the case with any other 
undergraduate business school. Under the 
new program, the undergraduate student 
at Northwestern may even elect a non- 
business field as his principal area of con- 
centration. Four interdisciplinary courses 
have been developed and are required of 
all business students: “quantitative con- 
trols,” “human relations,” “business prob- 
lem analysis and reports,” and “competi- 
tion of ideas in a business society.” 


ADMISSION OF STUDENTS 


I note that here at the University of Mis- 
souri students ordinarily enroll in the Col- 
lege of Arts and Sciences for the freshman 
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and sophomore years prior to entering the 
School of Business and Public Administra- 


tion. Provided the liberal arts faculty is’ 


anxious to provide really _liberalizing 
courses, this plan should give assurance 
that the general component in undergrad- 
uate education is strongly based. It allows 
for a desirable academic screening as well. 
The standard for admission to a junior 
standing to the School of Business and 
Public Administration could well be higher 
than that required for retention in the 
liberal arts college. 


DESIGN OF CURRICULUM 


The present standards for membership 
in the American Association of Collegiate 
Schools of Business require that at least 
forty per cent of the curriculum for the 
bachelor’s degree be taken in subjects other 
than business and economics. Gordon and 
Howell recommend that this requirement 
be increased to not less than fifty per cent. 
Most of the outstanding schools now meet 
this recommended level. But numerical re- 
quirements are not the important element. 
What is important is that the business and 
non-business courses in the curriculum be 
equally broad in outlook and equally rigor- 
ous in analytical content. The manner in 
which a course is taught will have a great 
bearing upon its liberalizing effects upon 
the student, whether it be a course in Eng- 
lish or in Business Law. 

At the post-bachelor level the business 
administration program is not faced with 
the necessity of providing a liberal educa- 
tion as such, for this is the function of 
undergraduate education. The principal ob- 
jective of the master’s degree is to provide 
a suitable preparation for a business career. 
A greater amount of specialization is in 
order, but the danger of excessive speciali- 
zation is still present. Most leading thinkers 
in the field appear to be in agreement that 
preparation for a specific job is out of place 
and should be scrupulously avoided. The 
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objective of the master’s program should 


be rather to provide the fundamental 


knowledge that will be useful in more than 
one phase of business, for different business 
needs as they emerge, and for the con- 
tinuous development of the individual over 
the years of his business career. 


The curriculum appropriate to this ob- 
jective depends upon whether undergrad- 
uate preparation in business subjects is a 
prerequisite. Technically speaking, a de- 
gree which prepares for business practice 
and which does not build on an under- 
graduate base in the same field is not a 
graduate degree. It is a professional degree, 
comparable, say, to the bachelor of laws. 
Many master’s programs are essentially of 
this type. Recognition that this is a mis- 
nomer should serve to reduce the criticism 
that many so-called graduate courses are 
no more advanced than their undergraduate 
counterparts. It is always possible to 
cover more ground and to pursue a subject 
in greater depth at the post-bachelor level. 
Even if this were not the case, I think the 
most vociferous exponents of undergrad- 
uate programs will agree that the M.B.A. 
graduate who has previously pursued a 
liberal arts course as an undergraduate is a 
better potential person for a business firm 
than the student who has taken courses in 
the same business fields as an undergrad- 
uate at the inevitable expense of breadth 
of knowledge in other fields. 


If the proper focus of the post-bachelor 
level curriculum is training for the practice 
of business, rather than the study of busi- 
ness for the general education of the stu- 
dent, how may this best be achieved? Let 
me quote from the Gordon-Howell report: 

Building on our earlier analysis and the sub- 
stantial consensus that already exists, we 
recommend a core that would cover, in one 
way or another, the following areas: adminis- 
tration, organization, and human relations; 
managerial economics; accounting and statistics; 
some or all of the functional fields (finance, 
marketing, etc.); national income, business 


UNIVERSITY OF MISSOURI 


| 
| 


fluctuations, economic growth, and forecast- 
ing; the legal, political and social framework of 
business, with considerable emphasis on_his- 
torical developments; and business policy.? 

The field of personnel management may be 
covered under organization, administration, 
and human relations. Similarly, statistics 
and accounting may be brought within the 
broader scope of quantitative methods. 

A second feature of the new curricula is 
that they are becoming increasingly rigor- 
ous in content. The how-to-do-it approach 
is being abandoned. Instead, the emphasis 
is placed on providing training in the fun- 
damental analytical tools that are essential 
to the solution of a wide variety of business 
problems. 


TRENDS IN DOCTORAL 
PROGRAMS 


To a large extent the changes now taking 
place in business education are the result 
of ideas developed in doctoral programs 
during the past few years. These doctoral 
programs are directed toward preparation 
for teaching and ‘research in business ad- 
ministration, rather than for the practice 
of business as such. New ideas developed 
at the doctoral level will inevitably have 
an impact on the fundamental character 
of future business education and ultimately 
on business practice. For these reasons, 
special importance attaches to current 
trends in doctoral programs. 

The notion that the doctor’s degree in 
business is a teaching and research degree 
is in itself a considerable step forward. 
Prior to World War II, it was most com- 
monly treated as simply an advanced pro- 
fessional degree, desirable for, but not in 
any way essential to, either the practice of 
business or teaching. We now recognize 
that the doctor’s degree is just as important 
for the business faculty member as it is to 
his university colleagues. To ensure that 
promising potential business faculty mem- 


2 Higher Education for Business, pp. 130-131. 
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bers are given increased opportunity to 


acquire this desirable “terminal training,” 
the Ford Foundation established in 1955 a 
program of doctoral fellowships in business 
administration. This is the only national 
fellowship program devoted primarily to 
the furtherance of business education. To 
date awards have been made to over 180 
doctoral fellows in business administration. 
The University of Missouri has participated 
in this program from the beginning. 


The concept of research in business ad- 
ministration is in the process of undergoing 
a radical change. Studies of the operations 
of business firms go back to the late -nine- 
teenth century but they were generally 
descriptive or historical rather than analyti- 
cal. Such research is of great value in 
transmitting knowledge and understanding 
of business practice. It does not, however, 
characteristically open up new fields of 
knowledge. Basic research involves a con- 
tinuing search for new approaches, new 
ideas, and new methods or new combina- 
tions leading to new knowledge. Basic re- 
search in this sense originated with Freder- 
ick Taylor and the scientific management 
movement in the 1920’s. By applying the 
methods of scientific research to problems 
of the worker and his job, a number of 
important discoveries were achieved princi- 
pally by breaking down the job into its 
component parts and by time and motion 
studies. In the 1930’s another phase of re- 
search in industry was developed by Elton 
Mayo and his associates at Harvard. Their 
research, based on experiments at the West- 
ern Electric Company by a combined team 
from the company and the University, was 
the origin of the field which has come to 
be known as “human relations in 
dustry.” 


in- 


From these comparatively recent begin- 
nings there has developed the considerable 
body of literature which now exists in the 


3 Fundamental Research in 
Carnegie Press, 1953, p. 18. 
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field of organization theory. A survey of 


this literature may be found in the recent 


volume by Herbert A. Simon and James 
G. March entitled Organizations. These 
authors and their associates at Carnegie 
Tech are deeply involved in problems of 
organizational structure, administrative be- 
havior and so-called cognitive aspects of 
decision-making. Some significant contri- 
butions to basic research in business ad- 
ministration have also been made by per- 
sons and institutions outside the business 
schools—by sociologists, psychologists, polit- 
ical scientists and economists. There is great 
need for more. 


To stimulate interest in the world of 
business as a subject for research by social 
scientists and to encourage a greater appre- 
ciation on the part of faculty members in 
business administration of the potential 
contribution these underlying disciplines 
offer, the Ford Foundation initiated a spe- 
cial program in 1957. As part of it three 
social scientists were commissioned to make 
surveys of the relevance of research and 
methodology in their particular disciplines 
to business problems. They are Professor 
Paul Lazarsfeld of Columbia in Sociology, 
Professor Mason Haire of the University of 
California at Berkeley in Psychology, and 
Professor Robert Dahl of Yale in Political 
Science. A book containing these essays has 
been published by the Columbia University 
Press under the title: Social Science Re- 
search on Business: Product and Potential. 
Complimentary copies are being made 
available through the Foundation to busi- 
ness schools and social science departments 
in the hope that new and fruitful research 
developments will be encouraged. 


RESEARCH STRENGTHENED 


Basic research in business administration 
has been greatly strengthened in recent 
years through the more effective use of 


4 Published in New York by Wiley, 1958. 
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quantitative methods. There has been a 
marked increase in the use of mathematics 
and statistics both as an aid te decision- 
making in industrial operations and as a 
powerful tool for research on the business 
firm. We now take sample surveys and 
market research for granted. It is easy to 
forget that their use was virtually unknown 
a few decades ago. Similarly, the applica- 
tion of sampling methods to accounting 
problems is now coming into widespread 
use. Scaling and psychological measure- 
ment, operations research and simulation 
of complex organizations are among the 
newer techniques which are finding in- 
creasing application to business problems. 
Some of these methods are feasible, of 
course, only with the use of high-speed 
computers. 


There have been two major Foundation 
actions designed to promote the use of 
quantitative methods in the study of busi- 
ness. The first was the establishment of an 
Institute of Basic Mathematics for Applica- 
tion to Business. It provides a one-year 
training program for selected professors of 
business administration. It is being held in 
Cambridge, Massachusetts, where it has 
access to the resources of Harvard and 
M.LT. The staff of the Institute is drawn 
from a number of universities and from the 
research staffs of business firms. There are 
41 fellows from 35 universities in attend- 
ance, including Professor Donald Shawver 
of your University. The objective is not to 
set education for business in an operations 
research mould. It is, rather, to enable 
leaders in business education to know what 
the potentialities and limitations of mathe- 
matical methods as applied to business 
problems are. The effects upon teaching 
and research could be very great. 


The second action is the establishment 
of a Western Management Science Insti- 
tute in Los Angeles in co-operation with 
the Western Data Processing Center at 
the University of California. The purpose 
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of the Foundation grant was to provide a 
demonstration of the potential use of 
quantitative methods and of electronic 
computing machines in research on man- 
agement problems. It will make possible 
training institutes, research consultation 
and computer services for faculty members 
of participating institutions in a thirteen- 
state Western area. 


The new behavioral and quantitative 
methods appear to be in the process of 
transforming the study of business ad- 
ministration from an essentially descriptive 
to a more rigorous, scientific approach. 
The impact of the new developments on 
teaching methods is already apparent. 
Formidable new weapons have been added 
to the teaching arsenal to serve along with 
the case method that was designed to de- 
velop orderly, analytical, problem-solving 
ability. Chief among them is the “business 
game,” which simulates business situations 
with or without electronic computers; it 
adds dynamic dimensions to problem-solv- 
ing. Other methods include role playing, 
laboratory experimentation, and other forms 
of simulation. 


To speed the process of assimilation of 
these and other new developments in busi- 
ness education, the Ford Foundation has 
taken a number of steps in addition to the 
wide dissemination of the two volumes I 
mentioned earlier. Since 1957 summer semi- 
nars in New Developments in Business 
Administration for selected business faculty 
members have been sponsored. These have 
been conducted by an inter-institutional 
faculty under the general direction of the 
Carnegie Graduate School of Industrial 
Administration and of the School of Busi- 
ness of the University of Chicago. Next 
summer a third will be offered under the 
supervision of the University of California 
at Berkeley. Several members of the Uni- 
versity of Missouri faculty have attended 
these seminars. 
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BUSINESS and PUBLIC 
ADMINISTRATION 


One of the most disappointing aspects of 
business education has been the notable 
failure to combine business and public ad- 
ministration in a really effective way. I am 
sure that I do not need to dwell on the 
importance of achieving this integration at 
a University which has a School of Busi- 
ness and Public Administration. You have 
the advantage of housing business and 
public administration under one roof. In 
this you are already ahead of many other 
prominent institutions. What is still needed 
is their effective combination in one curric- 
ulum with resultant mutual impact and 
increased professional understanding. 


We are clearly on the threshold of great 
changes in both education for and the prac- 
tice of business administration. I have in- 
dicated some of the lines along which I be- 
lieve we can expect these changes to occur 
in the next decade. As these new concepts 
spread, they can and should be adapted 
and improved. New ideas, not yet on the 
horizon, will undoubtedly emerge. It is our 
solemn responsibility to maintain, even in- 
crease, the momentum that business edu- 
cation has now achieved. It will require 
adherence to rigorous standards of teaching 
in all of our colleges and universities and 
full support of basic research. Only in this 
way will business education justify itself 
as the dynamic force that will enable busi- 
ness to make its maximum contribution to 
national and world wide economic and so- 
cial well-being. 


With a rededication to the goal of maxi- 
mum research and teaching contributions 
toward the development of both public 
and business administration in these fine 
new quarters, the educational, governmental 
and business worlds will observe with great 
anticipation and interest what you will be 
doing here at the University of Missouri. 
Godspeed! 
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Postwar Revenue and Expenditure 
Patterns in Missouri 


Paut E. Junx 
Assistant Professor of Economics 
School of Business and Public Administration 
University of Missouri 


Missouri, like most states, has felt the im- 
pact of ever increasing pressure for higher 
state expenditures since the end of World 
War II. In 1947 state governments on the 
average spent less than one-third as much 
as they expended in 1959. During this thir- 
teen year period, Missouri expenditures in- 
creased from $150 million to $530 million. 
In other words, we have experienced a 255 
per cent increase in expenditures during 
the postwar period. 

This postwar fiscal development gives 
rise to some very interesting, yet fun- 
damental questions—questions with which 
most of us are vitally concerned in our 
dual role as taxpayers and recipients of 
state-provided services. Although most in- 
dividuals are acutely aware of paying a 
variety of state taxes, many are less well 
informed about the various sources of state 
revenue, the relative magnitude of these 
sources, and the services which are pro- 
vided as state revenues are expended. For 
example, what kinds of activities and/or 
services provided by the state absorb the 
most revenue? Which are relatively insig- 
nificant as far as total expenditures are con- 
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cerned? What changes in the general pat- 
tern of expenditures have taken place in 
Missouri during the postwar period? Where 
does the money come from? What kinds of 
taxes are most important? How important 
are non-tax revenues and Federal grants? 
Have there been any significant changes in 
various sources of revenue during the post- 
war period? How do taxes and expenditures 
in Missouri compare with surrounding 
states? These and similar questions are 
given special attention in the following 
analysis. 


POSTWAR EXPENDITURE 
TRENDS? 


A graphic summary of postwar trends in 
Missouri’s expenditures is presented in Fig- 
ure I. Comparable data for 1959 are shown 
in Figure II. These graphs present an in- 
teresting picture of financial developments 
in Missouri since the end of World War II. 

During fiscal 1947 State expenditures 


1Expenditure data used throughout this 
analysis are taken from publications by the 
U. S. Department of Commerce, Bureau of the 
Census. 
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In millions 
of dollars Figure I 
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amounted to $40 per capita. Twelve years 
later, 1959, the comparable figure was $125. 
After becoming aware of the magnitude of 
this increase, the question that immediately 
comes to mind is “why”? What is the ex- 
planation for such a change? 


FEDERAL SPENDING GROWS 


Much of this increase represents an in- 
crease in Federal expenditures in disguise. 
Federal grants to the State of Missouri for 
specific purposes amounted to $41 million 
in 1947; the comparable figure for 1959 was 
$186 million. Thus State expenditures, ex- 


2The expenditure data used throughout this 
analysis exclude expenditures from the various 
State insurance trust funds. Included in these 
trust funds are expenditures from the employee 
retirement fund, the unemployment compen- 
sation fund, and the workman’s compensation 
fund. However, expenditures for administering 
the various employment security programs are 
included in this analysis. 
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cluding those expenditures financed by 
Federal funds, were $109 million in 1947 
and $344 million in 1959—an increase of 
$235 million. 

The second point to be emphasized is 
that the increase in “dollar” expenditures 
presents a somewhat distorted picture be- 
cause of the increase in the general price 
level during the period in question. During 
1947 the Consumer Price Index (CPI) 
averaged 83.4; during 1959 it averaged 
124.6. This index is designed to measure 
changes in the purchasing power of the 
dollar. To the extent that the Consumer 
Price Index accomplishes this objective, 
the increase during the thirteen year period 
means that it would take $1.25 in 1959 to 
buy what $.84 would buy in 1947. 

If the actual “dollar” expenditures for 
1947 and 1959 are adjusted to compensate 
for the depreciation of the dollar, the re- 
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Figure II 
MISSOURI EXPENDITURES, BY FUNCTION, 1959 
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sult can be described as “real” expendi- 
tures or expenditures in “constant” (1947- 
49) dollars.? After making this adjustment, 
and excluding expenditures financed by 
Federal grants, State expenditures in terms 
of 1947-49 dollars amounted to $131 mil- 
lion in 1947 and $276 million in 1959. In 
other words, State financed expenditures 
have increased 110 per cent in real terms 


since 1947. 


INCREASE IN STATE SPENDING 


Even after adjusting the data to com- 
pensate for both Federal grants and in- 
flation, the increase in State expenditures 
is still significant in absolute terms. This, 

3 The base period currently used for comput- 
ing the Consumer Price Index is 1947-49. Prices 


during that two year period are represented by 
an index of 100. 
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however, brings us to the third explanation 
for the increase in expenditures. It is that 
Missouri, like most states, is providing new 
services for residents while at the same 
time spending more for traditional functions 
long provided by the State. A brief analysis 
of some of the major services provided, and 
the costs incurred, will help to explain the 
large percentage increase in “real” State- 
financed expenditures during the period in 
question. 
Highways 

Highway expenditures in 1959 amounted 
to $159 million or $37.46 per capita. Of this 
total, $131 million was spent for new high- 
ways or in improving existing highways; 
approximately $2 million represented grants 
to local governments; and the remainder 
was used for current operation. However, 
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$81 million, or 5i per cent of the 1959 total, 
was financed by Federal grants.* 


Education 


State expenditures for education in 1959 
were approximately $20 million less than 
expenditures for highways. The total for 
education was $139 million, an increase of 
$96 million above the comparable figure 
for 1947. The amount spent for higher edu- 
cation in 1959 was $48 million while $91 
million represented other educational ex- 
penditures. Over 93 per cent of the latter 
expenditure figure was in the form of state 
aid for local governmental units. 

It is significant that most of the increased 
expenditures for education have been pro- 
vided by State funds. Federal grants of $8 
million in 1959 represented an increase of 


$5 million over the comparable figure for 
1947.5 


Welfare 


As far as welfare expenditures are con- 
cerned, they were far more significant in 
1947 than expenditures for any other par- 
ticular function. By 1959, however, the 
amount spent for welfare functions was ex- 
ceeded by expenditures for both education 
and highways. Of the $134 million spent for 
welfare in 1959, 60 per cent was for old age 
assistance; approximately 20 per cent for 
aid to dependent children; and the remain- 
ing 20 per cent for all other welfare expendi- 
tures and administration. 

Although quite a large amount in abso- 
lute terms is expended for welfare functions 
in Missouri each year, much of the total is 
financed by Federal funds. Federal funds 
earmarked for welfare expenditures in Mis- 


4In 1947 Missouri spent $21 million for high- 
ways, $4 million of which was provided by the 
Federal government. 

5 Some Federal funds, for example grants for 
various kinds of research, are paid directly to the 
educational institutions involved. Such aid is 
not reflected in the data presented above. Also, 
local governments spend considerable amounts 
for education, especially elementary and sec- 
ondary education. Local expenditures are not 
included in the data presented above. 
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souri amounted to $86 million in 1959 com- 
pared with $30 million in 1947. However, 
the increase in Federal grants has been 
accompanied by an increase in State funds 
committed to welfare expenditures, because 
the Federal money must be matched with 
State funds. Every additional dollar in the 
form of a Federal grant for welfare expendi- 
tures commits additional State revenue for 
the same function. 


“Other” Functions 


State expenditures for all other functions 
are relatively insignificant when compared 
with the amounts spent for either highways, 
education, or welfare. The 1959 total for all 
other functions (health & hospitals, public 
safety & correction, natural resources, gen- 
eral control, and miscellaneous) amounted 
to $99 million, including Federal grants of 
$11 million.® 


It is difficult for the average taxpayer to 
comprehend the magnitude of the expendi- 
tures discussed above. Nevertheless, some 
individuals undoubtedly feel that Missouri 
is spending more than should be expended 
on these various functions. Others may be- 
lieve that too little is being spent, especially 
for particular functions. Still others may 
contend that Missouri is spending just 
about the right amount; neither too much 
nor too little. Needless to say, it would be 
extremely difficult to try to reconcile these 
differences of opinion. A rather convincing 
argument can be presented to substantiate 
any one of the positions taken. 


6In fiscal 1959 $36 million was spent for 
health & hospitals; $13 million for public safety 
& correction; $15 million for natural resources; 
$5 million for employment security admin- 
istration; and $12 million for general control. 
An additional $17 million was spent for miscel- 
laneous purposes, including $7.5 million in the 
form of grants to local governmental units. 

During the twelve year period expenditures 
for health & hospitals increased by more than 
300 per cent; expenditures for public safety & 
correction increased by 145 per cent; expendi- 
tures for natural resources increased by over 
200 per cent; and expenditures for general con- 
trol increased by about 130 per cent. 
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INTERSTATE COMPARISONS 


Unfortunately there is no known quanti- 
tative technique for determining the appro- 
priate level of public expenditures. How- 
ever, one can compare Missouri’s expendi- 
tures with those for comparable functions 
in surrounding states. Such a comparison 
forms the basis for an interesting analysis 
although it is an imperfect criterion for de- 
termining the appropriate level of public 
expenditures. 

Figures III, IV, & V show 1947 and 1959 
expenditures in Missouri and eight adja- 
cent states for highways, education, and 
public welfare. These data may in turn be 
compared with Figure VI which shows per 
capita personal income in Missouri and 
surrounding states for 1947 and 1958." 

As the bar graphs show at a glance, per 
capita welfare expenditures in Missouri are 
considerably higher than in most of the 
adjacent states. The only exception is Okla- 
homa. It should be emphasized, however, 
that in 1947 only two states ranked above 
Oklahoma and only four states including 
Oklahoma ranked above Missouri in terms 
of per capita expenditures for welfare func- 
tions. In that year the $15.49 per capita 
expended for welfare purposes in Missouri 
was $5.85 above the 48-state average. By 
1959, Missouri’s relative position with re- 
spect to welfare expenditures had not 
changed, with only four states exceeding 
Missouri in per capita expenditures for these 
functions. Missouri’s 1959 per capita wel- 
fare expenditures of $31.70 exceeded the 
49-state average by $13.37. 

As far as highway expenditures are con- 
cerned, Missouri’s relative position when 
compared with surrounding states is re- 
versed. In 1947 Missouri spent less per cap- 
ita for highways than any of the surround- 
ing states. In fact, New York and Rhode Is- 
land were the only states spending less per 
capita for highways in 1947 than Missouri. 


7 Per capita personal income data are not yet 
available for 1959. 
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By 1959, however, Missouri’s relative posi- 
tion had improved slightly—in that year ten 
states ranked below Missouri. The 49-state 
average for 1959 was $43.42, or $5.96 above 
the comparable figure for Missouri. 

In terms of per capita state expenditures 
for education, Missouri’s relative position 
has deteriorated during the postwar period. 
In 1947 per capita expenditures for educa- 
tion in Missouri exceeded comparable fig- 
ures for 21 states including six of the eight 
surrounding states. In spite of this rather 
favorable comparison, especially with ad- 
jacent states, Missouri’s per capita expendi- 
ture for education was $1.12 less than the 
48-state average. 

By 1959 per capita state expenditure for 
education in Missouri exceeded comparable 
figures in eight states, including only two 
of the eight surrounding states. The only 
adjacent states spending less than Missouri 
for education were Illinois and Nebraska. 
During that year the 49-state average was 
$45.86 or $13.16 above the comparable fig- 
ure for Missouri.® 


POSTWAR REVENUE TRENDS?® 


After discussing the increase in State 
expenditures during the past thirteen years, 
one question is obvious: where has the 
money come from? The answer can be 
found in graphical form in Figures VII & 
VIII. 

Much of the increase has come from the 
Federal government. In 1947 grants from 


8It should be emphasized that this analysis 
concerns only expenditures by the states for 
these functions. Expenditures by local govern- 
ments are not included. If state and local govy- 
ernment expenditures for education are com- 
bined, Missouri’s relative position is somewhat 
improved. During 1957 total state and local ex- 
penditures for education in Missouri amounted 
to $65.81 per capita as compared with a 48-state 
average of $83.00 per capita. Using this criterion, 
Missouri ranked above Tennessee, Kentucky, 
and Arkansas, but below the other surrounding 
states. 

® Revenue data used in this analysis are taken 
from the Annual Reports of the Director of 
The Department of Revenue, State of Missouri. 
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Figure IV 


__.PER CAPITA EXPENDITURE FOR HIGHWAYS 
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Figure V 
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Figure VI 


PER CAPITA PERSONAL INCOME 


Selected States, 1947 & 1958 
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the Federal government amounted to $41 
million, or slightly less than one-fourth of 
total State receipts. In that year the State 
sales tax provided considerably more 
revenue than was obtained from the Fed- 
eral government. By 1959, however, Federal 
grants represented by far the largest single 
source of revenue and amounted to 37 per 
cent of total State receipts while the sales 
tax contributed only 21 per cent of the 
total. In other words, the increase in Federal 
grants of $145 million represented 45 per 
cent of the $319 million increase in revenue 
during the period in question.’ 


One is inclined to view this increase in 
Federal grants with mixed emotions. The 
idea of getting more Federal money is 
appealing. However, this obviously is not 


10The data used in this analysis exclude 
receipts for Federal Old Age. Survivors, and 
Disability Insurance (OASDI). These receipts, 
which amounted to $10 million in 1959, are col- 
lected by the state but paid into the Federal 
OASDI trust fund. 


a technique for getting something for 
nothing. The more aid we get from the 
Federal government, the more we have to 
contribute to the Federal government in 
the form of Federal taxes."* 
Aside from Federal grants, what explains 
the increase in revenue during the past 
thirteen years? Which taxes have proven 
most productive? Which have been least 
productive? The answer to this latter ques- . 
tion can be found in Figure VIII. Some of 
the increase in tax revenue is the direct re- 
sult of higher tax rates accompanied by the 
introduction of one new tax during the 
period in question. Most of the increase in 
tax revenue, however, has resulted from 
increased business activity and rising prices. 
In spite of the increased demands for 
revenue that have characterized the post- 


11 There is also the additional consideration 
that most Federal grants require matching in 
some degree with State funds. Thus the larger 
the Federal grants, the greater the amounts of 
State funds committed to specific functions. 
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Figure VIII 
MISSOURI REVENUE, BY SOURCE, 1959 
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war period, relatively few tax rates in Mis- 
souri have been increased. Sales tax rates, 
income tax rates, passenger car licenses, 
liquor tax rates, inheritance tax rates, and 
State property tax rates have not been in- 
creased during the post-war period. There 
have been only three tax changes which 
have directly affected many Missourians. 
One was the 1952 increase in the State gaso- 
line tax from two cents to three cents per 
gallon. At about the same time the driver’s 
license fee was increased from 25 cents for 
two years to $1 for three years. The third 
change was the introduction of the State 
cigarette tax in 1955 amounting to two 
cents per package.” 


12 Commercial motor carrier’s license fees and 
chauffer’s license fees were also increased dur- 
ing the period in question. 
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Fortunately the increase in State revenue 
has not been limited to the increase result- 
ing from higher tax rates. Other develop- 
ments have caused State receipts to in- 
crease throughout the postwar period. Sales 
tax receipts, for example, jumped from $58 
million in 1947 to $105 million in 1959 
without an increase in rates.** A basic ex- 
planation is the increase in purchases of 
commodities subject to the tax; at the 
same time the prices of these commodities 
have increased.** 


18 There have been minor changes in the law, 
but these changes, other than the expansion of 
the use tax base in 1959, have not contributed 
significantly to the increase in revenue. 

14The sales tax and the State individual in- 
come tax, unlike many other sources of State 
revenue, have a kind of built-in hedge against 
inflation. Since the rates are expressed as a per- 
centage of the tax base, tax receipts increase as 
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Motor fuel taxes and vehicle license fees 
have also contributed significantly to the 
postwar increase in State tax revenue. The 
increase in revenue derived from these 
sources amounted to $53 million and 
accounted for 30 per cent of the total in- 
crease in tax revenue during the period in 
question. 

The magnitude of the change in motor 
fuel taxes and license fees can be attributed 
to a variety of developments. The increase 
in the gasoline tax and in commercial 
vehicle license fees explains a part of this 
increase. Also, the growth in the number 
of vehicle registrations as well as the 
accelerated use of automobiles and trucks 
have contributed to this source of revenue. 
Finally, there is a less obvious, yet proba- 
bly an equally important explanation. The 
trend throughout the postwar period has 
been toward heavier, more powerful auto- 
mobiles. The increase in horsepower has 
caused license fees to increase automatically 
because such fees are based on horsepower 
ratings. At the same time the more power- 
ful engines have consumed more gasoline 
thus indirectly causing gasoline tax receipts 
to increase. 

Revenue derived from the State income 
tax increased by approximately $18 mil- 
lion between 1947 and 1959. This increase, 
like the increase in sales tax receipts, was 
not accompanied by increased rates. Since 
Missouri’s income tax rates are slightly pro- 
gressive, the percentage change in tax rev- 
enue will normally exceed the percentage 
change in income.*® 
prices and personal income increase. The in- 
come tax has this characteristic to an even 
greater degree than the sales tax, because the 
income tax rate is progressive. Taxes on gaso- 
line, cigarettes and liquor, for example, do not 
exhibit this built-in flexibility. In the case of 
each of these taxes the base of the tax is a unit 
and is not related to the price of the product. 
Tax revenue derived from such sources in- 
creases as sales increase, but it does not in- 
crease just because the prices of these com- 
modities increase. 

15 The Missouri individual income rate struc- 


ture is designed in such a way that the rate 
(expressed as a percentage of net income) in- 
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Although the taxes discussed above (the 
sales tax, income taxes, motor fuel taxes 
and vehicle licenses) are by far the most 
productive taxes within the State, there 
are other taxes which are significant sources 
of revenue. The county foreign insurance 
tax produced over $11 million in 1959.1* The 
cigarette tax introduced in 1955 has also 
become an important source of revenue. 
This tax (two cents per package) is cur- 
rently yielding over $10 million per year. 
Liquor taxes, although they produced 
approximately $8 million in 1959, are rela- 
tively less important than they were thir- 
teen years ago. In 1947 liquor taxes pro- 
duced 5.5 per cent of total State tax re- 
ceipts; in 1959 liquor taxes produced only 
2.5 per cent of total revenue derived from 
sources other than the Federal govern- 
ment. State tax revenue from other sources 
such as inheritance taxes, State property 
taxes, and corporate franchise taxes have 
increased during the postwar period; but 
have not displayed any unique character- 
istics which warrant emphasis. 


THE TAX BURDEN IN MISSOURI 


Various State taxes in Missouri amounted 
to $68.20 per capita in 1959. This figure 
sounds quite large, and is large in an ab- 
solute sense. However, when Missouri taxes 
are compared with taxes in other states, 
residents of Missouri are relatively well-off. 
In only four states (Nebraska, New Hamp- 
shire, New Jersey, and Virginia) were per 


creases as net income increases. The corporate 
income tax rate does not exhibit this char- 
acteristic; it is two per cent on corporate net 
income regardless of the amount. 


16 This title is somewhat misleading since the 
tax, which is paid by foreign (out of state) in- 
surance companies doing business in Missouri, 
actually is levied and collected by the State. 
One-half of the revenue is paid into the State 
General Revenue Fund; one-half is distributed 
to counties on the basis of an enumeration of 
school children. 
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capita state taxes in 1959 less than they 
were in Missouri.*7 


The explanation for this relatively low 
tax burden is that many tax rates in Mis- 
souri are lower than in other states. For 
example, of the 32 states levying a retail 
sales tax, none has a rate lower than 2 per 
cent—the current rate in Missouri. In fact, 
20 states currently levy retail sales taxes 
of more than 2 per cent, including the 
Washington and Pennsylvania rates of 4 
per cent. The State gasoline tax in Missouri 
is 3 cents per gallon. In all other states the 
rate varies from 5 to 7 cents per gallon, the 
latter rate being levied in eleven states. 
Missouri beer and liquor taxes are also com- 
paratively quite low. The State cigarette tax 
in Missouri (and Arizona) is two cents per 
package—less than in any of the other 
states levying the tax. Over half of the 45 
states imposing the cigarette tax, levy rates 
of 5 cents or more per package.?® 


It is significant that the relatively low 
per capita tax burden in Missouri is not 
due to low per capita personal income. 
Figure VI shows that per capita personal 
income in Missouri is higher than in many 
states, including all of the adjacent states 
other than Illinois. In fact, 1958 per capita 
personal income in Missouri of $2037 was 
only slightly below the 49-state average 
of $2054. 


SUMMARY AND CONCLUSIONS 


During the postwar period residents of 
Missouri have experienced a 255 per cent 
increase in State expenditures. Most of the 
money spent by the State, and most of the 


17 However, if state and local taxes are added 
together, Missouri’s relative position changes. 
In 1957 per capita state and local taxes in Mis- 
souri amounted to $130.61. The 48-state average 
was $169.22 with 10 states having per capita 
totals lower than Missouri. 

18 These low rates in Missouri are offset in 
part by the fact that Missouri levies both a 
retail sales tax and an individual income tax. 
Also, Missouri, unlike most states, permits mu- 
nicipalities to levy taxes on gasoline and cig- 
arettes. 
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postwar increase in expenditures, is for three 


functions—highways, education, and wel- 


fare. Expenditures for other functions have 
increased, and the percentage increase in 
some cases is even larger than the per- 
centage increase for the above mentioned 
functions. However, the dollar amounts 
spent for these other functions (health & 
hospitals, public safety & correction, nat- 
ural resources, general control, and miscel- 
laneous expenditures) are relatively insig- 
nificant when compared with expenditures 
for highways, education, and welfare. 


Even with the astounding postwar in- 
crease in spending, Missouri still ranks be- 
low many other midwestern states in terms 
of per capita state expenditures for educa- 
tion and highways. As far as welfare ex- 
penditures are concerned, however, Mis- 
souri continues to rank quite high in com- 
parison with other states. 


Since expenditures have increased, and 
there has been no significant increase in 
State debt, revenue has obviously in- 
creased.?® The Federal government has pro- 
vided the largest single source of funds in 
the form of Federal grants for specified pur- 
poses. Other sources of State revenue, listed 
in order of importance, are the retail sales 
tax, motor fuel taxes, income taxes, vehicle 
licenses, county foreign insurance taxes, 
cigarette taxes, liquor taxes, and inheritance 
taxes. 

Contrary to what the average taxpayer 
may believe, per capita state taxes in Mis- 
souri are lower than in most surrounding 
states. In fact, there are few states in the 
U. S. in which per capita state taxes are 
lower than in Missouri. No state has a 
lower sales tax. Likewise, no state (other 
than Arizona) using a cigarette tax or a 
gasoline tax, levies rates as low as Missouri. 


19 Expenditures for capital improvements, and 
the $75 million bond issue to finance these im- 
provements, are not included in this analysis. 
This bond issue, although large in an absolute 
sense, is considerably less than comparable 
debt figures for many other states. 
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Measuring the Local Market- 
Telephones 


B. J. CULLEN 
Development Engineer 
Southwestern Bell Telephone Company 


When measuring the market for a small 
area, most forecasters find themselves some- 
what “at sea.” This understandable—and 
justified—confusion usually is present re- 
gardless of whether the forecaster’s scope 
of activities is on a national, state, regional 
or district level. At first glance, the busi- 
ness of forecasting for small areas might 
seem somewhat like playing roulette. How- 
ever, the chances of making an intelligent 
forecast are much greater if certain funda- 
mental principles of land use are studied. 


CASE STUDY—SAPPINGTON 
DISTRICT 
Let’s examine a telephone forecast for a 
small market area in Missouri. In this case, 
the area which concerns us is served by one 
of the St. Louis County telephone ex- 
changes. It is known as the Sappington 
central office. (Exhibit 1) We want to know 
how many homes are in the area now and 
how many will be built in 5, 10 and 20 years 
so that we can estimate: 
1. How much dial equipment will be 
needed and when to install it. 
2. How large to build the building to house 
the dial equipment. 
3. How much cable must be installed, and 
when and where it will be needed. 
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4. Whether the present office is properly 
located, or will a new office be needed 
and where. 

The odds in this roulette game can be nar- 

rowed considerably at the outset, if we re- 

view the past history of the Exchange (see 

Table at top of next page). 

These historical figures are very essential 
to a forecast of the area. A number of im- 
portant conclusions can be drawn from 
them: 

1. Homes are being built at a very rapid 
rate—averaging 76 each month for the 
last five years. 

2. In 1952 about 500 homes were without 
telephones; in 1959 less than 400 were 
without telephones, even though 4,600 
homes have been built since that time. 
It would appear that the new home 
buyers are 100 per cent telephone users. 

3. Business service is also increasing fast, 
but not quite at the same pace. This is 
because the business and service institu- 
tions become larger units as the popula- 
tion in the area grows. The area has a 
large shopping center, numerous large 
service stations and a new medical cen- 
ter—all built within the last four years. 


4. This area, when considered as a per- 
centage of the St. Louis Metropolitan 
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SAPPINGTON EXCHANGE 


% Incr. 

Since 

1952. 1953 1954 1955 1956 1957 1958 1959 1952 

Homes 2050 2300 2850 3600 4600 5350 5950 6650 324 
Res. Customers 1572 1834 2411 3189 4200 4950 5578 6298 400 
% Having Tel. 76.7 79.7 846 886 91.3 92.9 93.7 94.7 23 
Bus. Customers 210 234 = 261 303 354 397 469 535 3255 

Per 100 Res. 

Customers 10.2. 10.2 9.2 8.4 7.7 7.4 7.9 8.0 
Total Res. & Bus. 

Customers 1791 2091 2699 3519 4583 5396 6094 6870 260 
Annual Increase 159 300 ~=6.: 608 820 1064 813 698 776 =. 835* 
% of Metr. Area 

Ann. Increase 5.1 4.2 6.2 6.4 6.6 5.1 
% of Sub. Area 

Ann. Increase 89 120 172 17.7 170 ~~ = 14.7 


*Average increase last 5 years. 


area, has maintained an increase equal 
to 5 to 6 per cent of the area total. 

5. The area has maintained a level of 12 
to 17 per cent of the suburban area 
growth. 

6. Gains have been fairly constant regard- 
less of changes in the business cycle. 


IMPORTANCE OF LAND USE 


Having such information at hand we 
could possibly become overly optimistic 
about the area in projecting long range— 
say 20 year—growth in households. So, at 
this point it is wise to determine the present 
and potential use of the land in the area 
in order to establish the ultimate number 
of homes it can expect to support. This 
measurement will then act as a “governor” 
to keep our thinking within bounds. 

You will note in Exhibit 1 that the Sap- 
pington area is located in the southwest 
portion of St. Louis County—a sizeable 
area. It will be seen that although it is an 
attractive area for suburban development, it 
is not heavily populated at the present time. 

The preparation of the Land Use Study 
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requires careful attention to the following 
items: 


1. Amount of land in the area to be sur- 
veyed. If an area were square or circular 
in shape it would be relatively simple to 
calculate the number of square miles 
or the number of acres involved. In this 
case (as in virtually all cases) we are 
dealing with an irregular shape, which 
is measured with a planimeter. Having 
determined the total area to be 10,200 
acres we then need to determine how 
much land is presently in use and how 
much is available for future use. 


2. Determination of land now in use. This 
requires a detailed field study of the 
area which is very time consuming. On 
the other hand, the amount of back- 
ground information gained in doing the 
field work is invaluable in the final de- 
termination of the potential of the area. 
This will become obvious as the method- 
ology is developed. Field visits provide 
information as to which areas are fully 
developed, which are likely to develop, 
and which are unlikely to grow. 
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RESIDENTIAL AREAS 


Field visits are made in order to outline 


on a detailed map (Exhibit 2) the outer 
limits of fully saturated areas. These can 
then be measured with a planimeter. This 
step in the process is very important be- 
cause the land occupied for residential pur- 
poses will be a large percentage of the avail- 
able land when fully developed. The fore- 
caster will also be in a position to observe 
the type and quality of the construction, 
the size of the lots, the acceptance of the 
area by prospective home buyers—as in- 
dicated by the volume of home building 
activity, the quality of streets, sidewalks, 
play areas, schools, etc. These are extremely 
important when listing the items affecting 
long term growth and neighborhood stabil- 
ity. All of us have seen areas where homes 
were literally thrown together and where 
streets and subdivisions are poorly planned. 
These have a good likelihood of decreasing 
rapidly in value and creating an “eyesore” in 
the area. Naturally, good builders avoid 
areas which have such characteristics be- 
cause home buyers these days are very care- 
ful in their selection of the place in which 
to raise and educate their families. 


In reality the forecaster is looking at the 
area through the eyes of the potential home 
buyer. And while he is at it, the view of the 
contractor may well be considered. It is 
equally as important as the view of the 
home buyer. As a matter of fact, both will 
have many of the same considerations in 
mind. The builder will look at the topog- 
raphy of the land, availability of sewers, 
cost of the bare land, cost of preparation— 
number of trees, depth of top soil (is rock 
just beneath the surface? )—zoning, trans- 
portation, proximity to schools, quality of 
existing subdivisions, and the possibility of 
optioning additional land. 

One of the best ways to get an insight 
into the possibilities of the area for devel- 
opment is to visit display homes. By doing 
so it is possible to obtain a first hand look 
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at the workmanship, arrangement, quality 
of materials, type of merchandising, and 
cost of housing. In other words, the attrac- 
tiveness of the house to the probable buyer 
can be assessed. 

Analysis of these considerations will pro- 
vide a clue to the growth potential and the 
speed with which this growth is apt to 
take place. Once these considerations are 
noted and the boundary of the developed 
area is marked on the map, the number of 
acres in use can be measured. 


DISCOUNTING RISK 


The painstaking effort involved in this 
procedure might indicate that this is quite 
an exact science. Actually, our forecaster 
is faced with making a number of assump- 
tions which if correct, will reduce the risk 
of error. The element of roulette is still 
present. Since the growth characteristics of 
suburban areas often have much in com- 
mon, experience with the growth patterns 
of other similar areas will be called upon. 
Each additional step we take in analyzing 
the area will reduce the risk and enable us 
to arrive at a reasonable forecast on which 
we can justify future plans and investments 
of money in new equipment, buildings, and 
personnel. 

The point which must be made here is 
that the forecast is only as good as the re- 
search and experienced judgement that go 
into it. Because no two areas are exactly 
alike, the experience of the forecaster in 
weighing the various factors plays a sig- 
nificant role. In the end, his training and 
know-how indicate to him what to look for 
and how to use it. His persistence in pur- 
suing clues and his judgement are the in- 
gredients that will make this forecast use- 
ful or not. 

Developed areas have been outlined on 
the map (Exhibit 2) and it is possible to 
spot the major active subdivisions. The 
Sappington area has 37 active subdivisions, 
22 of which have 50 or more lots for devel- 
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opment. A number of important points can 

now be analyzed: 

1. From observation we may note that 
major subdivisions form almost a 
straight line from one side of the area 
to the other. A pattern of growth seems 
apparent. 

2. The fully developed areas are rather 
widely scattered. 

3. Sub-dividers are likely to be attracted 
to areas where fast moving subdivisions 
now exist and large tracts of suitable 
land are available. 

4. About 80 per cent of the development 
and most of the major subdivisions are 
within the bounds served by the sewer 
district. 

5. Considerable land within the sewer 
district remains to be developed and 
will likely be developed first. 

6. Some demolition of new residences will 
be necessary along the proposed route 
of the Ozark Expressway—a divided 
four lane route to the downtown area. 


GETTING A “HOUSE COUNT” 


One other sizeable job remains before the 
basic information can be considered com- 
plete. This is the “house count,” for we 
must know how many homes are now in 
existence before we can predict what the 
future might have in store. House counts 
can be built up from the previous census 
data or from an actual count. However, 
doubts usually arise as to the validity of 
the existing count and it is usually neces- 
sary to verify it in the field. This requires 
either a complete house by house count or 
the development of an estimate through a 
sampling procedure. In most cases, full 
counts for the sparsely developed areas are 
employed, while sampling is used in well 
developed homogeneous areas. Sampling 
and complete counts were employed in the 
Sappington study, and the number of house- 
holds was determined to be 4800. Since 
the present development is .47 homes to the 
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acre, and the area from observation 
appears to be about 50 per cent developed, 
we might conclude that the ultimate de- 
velopment might be roughly double the 
present development or 1.00 households to 
the acre. This indicates that there will ulti- 
mately be 10,200 households. Obviously, 
this is too easily determined and omits im- 
portant considerations that might have a 
bearing on the following ultimate growth 
factors: 
1. The topography of the remaining land. 
2. The land now zoned or used commer- 
cially or for industrial purposes. 
3. Parks, golf courses, cemeteries, estates, 
etc. 
4. Potential for apartment development. 
Our experience is that golf courses and 
large estates usually cannot stand the pres- 
sure of shifting residential developments. 
And they do provide ideal settings for 
beautiful subdivisions, as all of us have 
seen within recent years. 
Well, let’s look more closely at some of 
these other factors so that we can plot them 
on our map. 


AREA PROSPECTS FOR 
NEW HOMES 


General Grant’s Farm (about 300 acres), 
an area set aside by the Busch Family with 
beautiful grounds and wild animals roam- 
ing free, is visited annually by thousands 
of school children. It will probably with- 
stand the pressure of subdivision develop- 
ment for many years. 

Sunset Hills Country Club (about 160 
acres) has been established for 50 years 
and is now beyond the boundary of the 
Metropolitan Sewer District. The club 
house has been rebuilt recently. This area 
will undoubtedly become an attractive sub- 
division in the future. But the area is hilly 
and will be suitable for individual building 
rather than large scale subdivision activity. 
Therefore, we conclude it will be 20 to 30 
years before residential development will 
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occur. At least, the area will have to await 
the pressure of surrounding development. 

The County Planning Commission can 
now be consulted to determine the size of 
areas zoned for commercial and industrial 
purposes and those residential areas which 
are zoned for lots of a large size. These 
areas occupy a relatively small percentage 
of the land in the area. Our land use map 
can now be completed and summarized as 
follows: 
Total acres in the area .......................- 10,200 
Total acres now developed for 

residential, commercial or in- 

dustrial use (include cemeteries, 


parks, estates, country clubs) ........ 5,700 
Total acres unlikely to be developed 

(undesirable because of 

topography or flooding potential) .. 150 
Acres remaining for future 

development 4,350 


To arrive at the probable development 
of the remaining 4,350 acres so that the 
ultimate potential can be determined, we 
will consider: 

1. Topography of land. Much of the land 
west of Highway 67 is very hilly and is 
suitable only for individual building. 
This area will probably develop on a one 
home to the acre basis. 

2. Some apartment building likely will 
occur within the next few years. 

3. Public transportation is now available in 
only a small portion of the area. 

4. The types of industry in the area will 
not hamper development. 

5. The Meramec River on the west will 
act as a buffer to restrict development 
from that direction. 

6. Land east of Highway 61 (Lindbergh 
Road) will develop first because of 
favorable land characteristics and exist- 
ing subdivisions and services. 


Now we can forecast the household 
growth for the area based on the six points 
mentioned above, the historical development 
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of this area, and our knowledge of the 
broad and specific factors influencing 
growth and its timing. Our household fore- 
cast is: 


Present number of homes .................- 4,800 
Ratio of homes per acre ...............-...--- 7 
Number of homes ultimately 

expected 20,400 


Number of homes expected in 1968....12,500 
Number of homes expected in 1978 ..16,700 


ADJUSTED FINAL FORECAST 


Instead of the 10,200 homes estimated by 
observation we arrive at 20,400 as the total 
when the area is fully developed. 

Briefly, the estimates shown above for 
the ultimate number of households in the 
area are derived from our knowledge of the 
area and the growth patterns of similar 
more fully developed areas. It is known that 
flat or slow rolling areas easily prepared 
for building will develop at roughly 2.5 
homes per acre. Rough, hilly land, on the 
other hand, will most often be developed 
at about 1.0 homes per acre and is usually 
slow in growing. The Sappington area has 
some of each type of land. The timing of 
growth estimates is guided by the fact that 
most suburban areas will reach 50 to 60 per 
cent saturation levels within 10 to 15 years. 
After 15 years the rate will decline until 
an 80 per cent saturation level is reached. 


Having arrived at an estimate of the 
number of homes that will exist at a future 
date, the forecaster, reverting to the trends 
in Table 1, can apply the probable per- 
centage (100 per cent for new homes) of 
telephone users and the number of business 
telephones per 100 homes, and thus deter- 
mine the estimate for the future. 


The engineer planning the building re- 
quirements or location of new plants in 
specific areas can now consult with the 
forecaster and be reasonably certain that 
his plans will have a solid foundation. 
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